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U.S.S.R. KEY HBOONOMIC INDICATORS: 1980 a/ 
Average 
Percent Annual 
Change Growth 
Ex e Rate: US $l = Rubles 0.6495 b 1975 1979 1980 1979-1980 1976-1980 


Population (millions, year end) 255.6 264.5 266.6 0.8 
Labor Force (millims) iiv.2 i. 2 0.7 
Factory and Office Workers 102.2 110.6 112.5 
Collective Farm Workers 15.0 14.1 13.5 
Industrial Production (5 billion) c/ 787.1 933.0 965.4 
Agricultural Production ($ billim) c/ 173.7  190:1 . 106.3 
Grain Harvest (million tons) d/ 140.1 179.2 189.2 
Labor Productivity Index (1970 =100) 

Industry 135 152 156 
Agriculture 107 123 122 
Total Capital Investment ($ billim) 173.6 @i.1- 205.2 

of which, in Agriculture 47.4 54.0 55.4 
Average Monthly Wage (S$) 244.1 251.4 259.4 
Important Industrial Commodities (million metric tons, unless noted) 

Oil 491 586 603 

Natural Gas (billion cubic meters) 289 407 435 

Coal 701 719 716 

Electric Power (billion kilowatt hours) 1039 1239 1295 

Mineral Fertilizers ("standard" mill. tons) 90.2 94.5 104 

Plant Protectants (thousand tons) 448 475 471 
_ Trucks (thousands) 696 780 787 

Automobiles (thousands) 1201 1314 1327 
Selected Consumption Items 

Meat (slaughter weight, millim tons) 15.0 15.5 iL 

Vegetable Oil (million tons) 3.0 2.8 2.6 

Eggs (billicms) 55.6 65.6 67.7 

Leather Shoes (million pair) 689 740 744 

Washing Machines (millim) a 3.661 3.8 
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Selected Foreign Trade Data: EXPORTS TO U.S.S.R. IMPORTS 
(Million U.S. Dollars) 1979 1980 _% Change 1979 1980 


USA (US Data) 3,604 1,510 -58.1 873 453 
Finland 1,752 2,872 +63.9 2,261 3,115 
France 1,844 2,325 +26.1 2,195 3,452 
Italy 1,329 1,437 . +8.2 1,989 3,234 
Japan 2,546 2,729 +7.2 1,454 1,463 
United Kingdom 1,248 1,467 +17.5 1,683 1,323 
West Germany (incl. W. Berlin) 3,518 4,602 +30.8 3,415 4,766 
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FOOTNOTES : 
Data is from Soviet sources unless indicated. 
Exchange rate used in approximate average of official rates published by Soviet 
State Bank throughout the year. Domestic purchasing power differs widely depending 
on commodity. Foreign trade with Western countries is usually conducted on foreign 
currency basis. 
Total value of industrial and agricultural production shown includes intermediate 
production, leading to substantial "double counting." Values converted from 
constant rubles. ‘ 
Grain production has shown average annual growth trend of about one percent since 
1971, but with wide variation from year to year. 





SUMMARY 


The Soviet Economy in 1980 and the Eleventh Five-Year Plan: 
Preliminary Western estimates place 1980 Soviet GNP growth at 1.5%; 
an improvement over 1979's 0.9%, but still far below Soviet growth 
rates of the 60's and 70's. In 1980, which did not experience the 
very severe winter which depressed economic performance in 1979, the 
principal negative factor was the poor performance of agricultural 
output which declined for the second straight year. Grain output 
was only 80% of 1978's record crop; this was also reflected in 
falling meat production. Final output of industrial production 
advanced at a rate of approximately 3%. The largest increases were 
registered in natural and electric power production, as well as in 
chemicals and machinery. Ferrous metals, coal and processed foods 
showed low growth or no growth at all. Oil production rose a 
Marginal 2.9%. Labor productivity rose a reported 3.5% - 
disappointing in view of the priority attached to this index by the 
Soviet leadership. The "Basic Guidelines" for the development of 
the Soviet economy over the coming 5 years (1981-1985) were ratified 
by the XXVI Congress of the Communist Party of the Soviet Union 
which met from February 23 to March 3. The guidelines call for 
modest expansion of the Soviet economy during the Eleventh Five-Year 
Plan period. Priorities include agriculture, energy, machine 
building and consumer goods. Special programs, not yet worked out, 
are to be introduced in the food and consumer goods industries. 
Transportation received special emphasis at the Congress because of 
its inhibiting effect on Soviet economic growth. While few 
observers expect the U.S.S.R. to be able to meet its Eleventh 
Five-Year Plan goals, and especially its grain target of between 
238-243 million tons per year, the U.S.S.R. is expected to increase 
its overall economic output modestly during this 5-year period. 


Foreign Trade: Soviet foreign trade turnover increased by some 17% 
in 1980 over 1979, according to official Soviet statistics, and the 
importance of foreign trade in Soviet economic development continues 
to increase. Trade with developed industrial countries last year 
increased by nearly 23%, largely reflecting rising prices for Soviet 
exports of petroleum. Trade with the United States declined by some 
47% because of the poor political climate and U.S. limits on export 
of high technology items and grain after the Soviet invasion of 
Afghanistan in December 1979. As a result of the lifting of 
restrictions on agricultural and phosphate exports on April 24, 
1981, U.S.-Soviet trade is expected to return slowly to more normal 
levels. 1981 trade turnover is projected to be in the $3.4 - 4.4 
billion range. During the coming 5-year period, the U.S.S.R. is 
expected to continue to direct the largest share of its foreign 
trade to its Socialist allies, but at the same time to expand trade 





with Western firms which provide equipment badly needed in critical 
industrial sectors. Although petroleum and its products have been 
the largest class of exports to the West followed by natural gas, 
ferrous metals and lumber, over the longer term natural gas will 
replace oil as the largest single source of hard currency earnings. 


Implications for the United States: The Soviet Union remains 
committed to imports of grain and agricultural products and its 
desire for imports of technology remains strong in 1981. Moreover, 
the U.S.S.R. remains in a favorable foreign currency position. 
While the share of Soviet purchases from the United States is 
expected to rise from the abnormally low 1980 levels, it will 
continue to be affected by political developments and tensions. 
Imports of American agricultural products will depend in large part 
on the U.S. policy with respect to the U.S./Soviet Grains Agreement 
which expires on September 30 of this year. Special areas of Soviet 
interest include agricultural machinery, oil and gas equipment and 
agricultural chemicals, all sectors in which U.S. experience and 
technology are particularly relevant to corresponding Soviet 
activities. Since the United States is not an importer of major 
Soviet exports (notably oil, gas and other raw materials), 


U.S./U.S.S.R. trade should remain unbalanced in favor of the United 
States. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Introduction: The economic objectives of the Soviet government 
include the achievement of a balanced growth rate, construction of a 
more productive industrial and agricultural base, and the 
improvement of low domestic living standards. In the U.S.S.R., the 
state owns virtually all productive resources and it seeks to 
coordinate the country's economy through a complex system of 
centralized planning. Since the formerly high rate of increments to 
the industrial workforce can no longer be expected in view of 
declining birth rates (and other demographic.factors), the XXVI 
Party Congress laid stress on "intensification" (i.e., the better 
use Of existing facilities to enhance labor. productivity) as the 
principal means which to achieve continued economic growth. 


In recent years, the Soviet domestic economy has experienced 
declining growth rates (following rapid expansion before and after 
the war). Besides the declining growth rates in th work force, 
other major causes for the reduced growth in the Soviet economy lie 
in the declining output of raw materials in the populated areas of 
the country, disproportionate development whereby a lag in one 
sector - such as transportation - slows progress in another, and 
major increases in the cost of capital construction. A particular 
Soviet problem which can be expected to endure for decades is the 
fact that the vast natural resources of the country are located in 
inhospitable, sparsely populated areas far from the Western 
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population centers where Russian industry started, but where the raw 
material base is now nearing exhaustion. Thus each additional ton 
of oil or million cubic meters of natural gas can be extracted from 
the northern reaches of Western Siberia only at costs far above 
those of the past. The same problem of increasing costs and labor 
shortages as obstacles to the development of natural resources 

holds true for Eastern Siberia where the Baikai-Amur Mainline 
Railroad (now scheduled for completion in 1986) will open up access 
to vast reserves of copper and other resources - but again in 


virtually uninhabited areas many of which are in the permafrost belt 
of the Soviet Union. 


The "Basic Guidelines" for the Eleventh Five-Year Plan Period 
(1981-1985) emphasize the development of an "agro-industrial" 
complex as a means of assuring constant and adequate food supplies 
to the Soviet population. Other priority areas include: (a) 
renovation of the machine-building and metal-working industries. 

(b) the rapid development of fuel and energy resources. (c) the 
modernization of long-haul transportation. (d) the redirection of 
steel production into better quality and a wider variety of types of 
steel produced. (e) the introduction of measures designed to 
conserve the use of metals and fuels. Because of the shortages of 
investment funds as well as the considerable amount of incompleted 
capital construction now on hand, the Soviet planners hope to 
achieve these results with an increase in investment only half of 
that of the 1976-1980 period. In general, the Soviet watchword now 
is quality rather than quantity, more "intense" production rather 
than simply adding additional production lines and more rational 
use of resources rather than the addition of new resources. 


The role of foreign trade in seeking to achieve balanced growth and 
higher living standards will remain important in this 
intensification process. Of first priority to Soviet economic 
planners is economic integration with the East European members of 
the so-called Socialist Commonwealth able to supply technology and 
machinery to the Soviet Union in return for Soviet products, 
including oil and gas. However, Western suppliers of advanced 
technology as well as agricultural machinery and agricultural 
products will continue to play their traditional role in overcoming 
bottlenecks in Soviet economic development. Where possible, the 
Soviets prefer to conduct trade within the framework of long-term 
cooperation agreements which can be meshed with the Soviet planning 
process. With developed industrial countries settlements are made 
in convertible currencies. The Soviet preference for "compensation" 
arrangements whereby the Western supplier is reimbursed through the 
production of the plant to be supplied or through comparable 
production from other Soviet plants may come up against an 
increasing reluctance of many Western suppliers to enter into such 
agreements in the next five years. With respect to less-developed 
countries, the U.S.S.R. will continue to favor the sale of turn-key 





plants and the construction of major complexes in return for the 
wide variety of goods (including consumer goods and agricultural 
products) that the U.S.S.R. needs from these countries. 


Energy remains critical to Soviet development. One of the few major 
industrial countries in the world to remain a net exporter of 
energy, the U.S.S.R. has the reserves with which to assure continued 
increase in energy production but faces formidable problems in 
developing further its oil and coal industries. While Soviet 
planners claim that oil production will not taper off as many 
Western experts believe, the goal of oil production of 620-645 
million tons in 1985 was in fact originally set as the target for 
1980, and presupposes a very low rate of growth during the next 5 
years. Faced with development problems in oil and coal, Soviet 
planners hope to alter the country's energy balance and the 
structure of its exports to give a larger share to natural gas. 

They also hope to reduce the share of oil as a basic fuel in the 
production of electrical energy in favor of nuclear energy, coal and 
gas. The more economical use of energy is also a major Soviet goal; 
the energy input per unit of output here in the U.S.S.R. 
considerably exceeds Western standards. It remains to be seen 
whether the Soviets can achieve what amounts to major changes in the 
energy infrastructure of the country while maintaining their export 
commitments. 


Economic, political and financial stability can be expected to 
continue in the U.S.S.R. during 1981 and the foreseeable future, 
although this does not mean that the U.S.S.R. will not face severe 
problems in economic development, maintenance of food supplies and 
fulfillment of commitments to its allies. The very large proportion 
of Soviet GNP devoted to military spending is an additional factor 
hampering future Soviet economic growth. 


Energy Production: Production of all forms of energy increased by 
2.2% in 1980, less than the 3.1% achieved in 1979. The annual 
economic plan calls for a recovery in this rate to 3.6% in 1981. 
The energy sector is a prime target for Soviet investment. 
Investment in energy increased around 4.5% on the average through 
1979. Investments in the fuel-energy field are to increase by 9.4% 
in 1981 and will be concentrated in the development of oil and gas 
production in Western Siberia. 


Soviet oil production rose at an annual rate of more than 4% during 
the Tenth Five-Year Plan. The targets for the Eleventh Five-Year 
Plan are more modest. The relatively small increase in production 
planned for 1981 (1.2% to 610 million metric tons) may reflect a 
leveling of Soviet oil production as a prelude to its decline later 
in this decade. Soviet experts have have stressed the need to 
increase the rate of drilling for oil by 300% in order to meet the 
U.S.S.R.'s future needs. U.S.S.R. oil development, especially 
offshore where the U.S.S.R. has very limited experience, may lead to 
additional orders for Western equipment. 
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Gas production in the Soviet Union was one of the few items which 
reached the upper limit of the production goal set by the Tenth 
Five-Year Plan in 1975. The rate of production growth is to slow 
from the 8.5% increase per annum achieved during the Tenth Five-Year 
Plan to 5.3% in 1981 (458 billion cubic meters or 44.3 billion 
cubic feet per day). Infrastructure needed to deliver the gas is a 
greater constraint than availability of the gas itself. Soviet 
pipeline construction during the Eleventh Five-Year Plan will 
concentrate on gas pipelines from the Urengo; and possibly Yamal 
gasfields in Western Siberia to customers mainly in European parts 
of the country and possibly in East and West Europe as well. 


Coal production declined in 1980 for the second year in a row. The 
target for 1981 of 738 million metric tons is the same as for 1980. 
The problems in the coal industry include inadequate investment in 
mines and equipment, exhaustion of richer coal deposits mainly in 
the European part of the country, the long distances of new deposits 
from the users, the difficulties of the Soviet rail system in 
transporting the coal and the low quality of the new deposits. 


Electrical power generation grew at a rate of about 4.5% in 1980. 
Present: plans call for a rapid increase in the share of nuclear 
power in electricity production over the next 5 years from its 
present 5.6% share. The Soviet hydroelectric industry is highly 
developed and well supplied by domestic production. 


Ferrous and non-ferrous Metallurgy: Ferrous and non-ferrous 
metallurgy were among the areas cited in need of most rapid 
improvement during the speeches at the recent Communist Party 
Congress. Steel output actually declined in 1980 and 1979; overall 
growth since 1975 has averaged about 1% annually. Reported 
investment in this sector has been increasing at a greater rate (3% 
annually) over the same period, according to Soviet statistics. 


Plans call for the installation of electrical process steel-making 
facilities and for the more widespread use of continuous casting 
lines both for the gains in productivity and for the increases in 
quality of finished steel which is expected to result from the use 
of these processes. 


Relatively little information is available on the non-ferrous 
metallurgy industry as a whole, going to official secrecy in the 
U.S.S.R. It is known that the U.S.S.R. as a whole is deficient in 
readily-processed bauxitic aluminum ores - although other 
non-ferrous metal-bearing ores are present in potential abundance. 
New sources of copper and other non-ferrous metals should become 


available for exploitation some years after the completion of the 
Baikal-Amur Railroad in 1986. 





the continued concentration of Tunisian exports in petroleum, textiles and 
phosphate products does not bode well for the future, especially since oil 
production appears to have peaked in 1980 and is actually beginning to 
decline. Overall, even given the planner's optimistic projections, the 
merchandise trade deficit in 1981 is expected to rise slightly. With a 
levelling off in both tourism receipts and worker's remittances, the current 
deficit should rise to $374 million, an increase of 48 percent over 1980. 
This deficit is to be financed by a hoped-for total of $726 million in 
foreign capital inflows. This total includes $231 million in direct foreign 
investment (much of which is assistance in the form of equity investments 
out of the new development banks mentioned above), $220 million in mediun- 
term private loans, $253 million in concessional aid, and $22 million in 
grants. Following debt servicing operations and other capital outflows, 
Tunisia would thus be able to maintain its level of foreign exchange reserves 
at $428 million, the equivalent of 5 weeks' of projected 1981 imports 

of goods and services. It remains to be seen whether the Tunisians will be 
able to develop projects capable of attracting equity participation and loans 
from the new development banks. Failing to obtain the target level of 
direct foreign investment would probably mean that the Government would have 
to forego some major development projects. The Tunisians would doubtless 
prefer to do this rather than resort to expensive Eurodollar financing. 
External debt in 1981 is projected to total $2.98 billion, or 35.3 percent 
of GDP, with a debt service ratio of 12.3 percent, slightly higher than 

the 1980 figure of 11.1 percent but well shy of earlier Plan projections. 
Overall, Tunisia has been able to balance its payments without resorting to 
the commercial borrowing envisaged under the Fifth Plan. This has been due 
in large part to favorable increases in oil and phosphate prices, good 
performance by the tourist sector, and timely beneficial weather conditions. 
Another factor has been an overly restrictive import regime which, by con- 
stricting imports of spares and intermediate products (such as nitrogenous 
fertilizers) and by discouraging modernization investment, has kept produc- 
tion in both industry and agriculture far below capacity. As Tunisia's oil 
production levels out and begins to decline, the country must face the 
possibility that by 1985-87, it may become a net energy importer. At that 
time it will no longer be able to afford its current massive expenditure 

of foreign exchange for cereal and other food imports. The necessity for 
agricultural reform is critical to future balance of payments stability. 
Improvements in agriculture would also help stem rural-to-urban migration 
by bringing a larger segment of the rural population into the agricultural 
economy. 


MONEY AND FINANCE: 


The 1981 central government budget is designed as a bridge between the 
Fifth and Sixth Development Plans. Current expenditures are kept to 1980 
levels in real terms while capital expenditures are to increase sharply 

so as to pick up the pace of many of the Fifth Plan projects which have 
experienced delays. Despite an expected decline in the growth of oil 
income, overall revenues are to rise by 17 percent over 1980, presumably 
thanks to improvements in tax administration. If realized, this would 
allow for a generous $702 million contribution to the $1.2 billion capital 





budget, resulting in an overall deficit of $502 million. This would be 
financed by domestic borrowing of $304 million and foreign capital flows 

of $198 million. The major goal of monetary policy in 1981 will continue 
to be to keep the rate of monetary expansion roughly equal to the growth 

in nominal GDP and thus meet the credit needs of the economy without creat- 
ing excess demand. 


PRICES, WAGES AND EMPLOYMENT: 


New measures to control prices, raise wages and create employment were 
announced in late 1980 and early 1981, as the Mzali government moved to 
head off stirring social unrest. 


Although prices of some petroleum products were adjusted upward in January, 
1981, domestic energy prices still remain well below world levels. With 
Tunisian oil production now beginning to decline while domestic consumption 
continues to rise at 12 percent per year, the burden of these false prices 
becomes heavier and heavier. Meanwhile, the Prime Minister has promised not 
to increase prices on controlled food items throughout 1981. As a means to 
restrain the increasing deficit in the government subsidy fund, the Govern- 
ment in late 1980 announced a number of taxation and administrative revisions 
which are to raise nearly $100 million in new revenue for the fund. Tunisian 
officials admit that such measures are only palliatives, and that the system 
of price controls and subsidies will continue to generate distortions and 
worsen budgetary pressures. The challenge is whether they can loosen up on 
prices without setting off an escalation of wage demands. 


On the wage front, the Government presented in March 1981, an extensive and 
costly program to protect real incomes. In addition to a commitment to main- 
tain current prices of controlled items, the program included a wide range 
of wage increases for public and private salaried employees, agricultural 
workers and day laborers. The pay hikes average about twice the official 
rate of inflation of 8.3 percent and are to be treated as deductions from 
gross income for personal tax purposes, and thus will not be taxable. This 
generous dividend accompanied a pledge that the Government would henceforth 
intervene more directly in the market for non-controlled food items so as to 
dissuade speculators from driving prices up. The wage-price package is 
clearly designed to reduce social pressures which have continued to build, 
especially within low-income groups. 


Projections for employment creation under the 1981 economic budget show the 
gap in this critical area widening. During the next few years, the domestic 
economy will have to provide 65,000 new jobs per year to meet the demands 

of the rapidly growing labor force. In April 1981, the Government announced 
new measures to tackle the problem. The program, involving subsidies to 
firms hiring young workers, incentives to establish job-creating enterprises 
in rural areas in the interior of Tunisia (particularly in agriculture- 
related distribution and service activities), promotion of export of Tunisian 
labor to the Gulf States, and a massive public works program, came after 
several weeks of student unrest and was announced on the eve of a major 
national party congress. The new measures call for large outlays of cash 





to finance the job creation and investment financing programs. It may be 
that the Government has enlisted the aid of arab countries interested in 
continued Tunisian domestic stability. If not, the new program will not only 
exacerbate the already-tight budgetary situation, but also.create new 
inflationary pressures. 


3. DEVELOPMENT PLANNING: 


The year 1981 is the final year of the Fifth Development Plan (1977-81). 
Based on the projections for 1981, it appears that many of the Plan's 

broad macroeconomic targets will be met. A 6.7 percent increase in output 
in 1981 would bring the overall average annual growth rate to 6.6 percent, 
short of the 7.5 percent target. The 5-year investment target of $10 
billion was met, representing close to 30 percent of GDP, as planned. The 
sectoral distribution of these investments, however, was significantly 
different than expected. While investment in agriculture, services and 
infrastructure exceeded targets, capital formation in industry was well 
short. This was due primarily to the postponement of the giant Miskar 
offshore gas project, but derives also from delays in many other major 
projects. Over 75 percent of investment was financed by national savings, 
which grew by over 20 percent per year. The employment target of the Plan 
was nearly attained, but even so, the overall rate of unemployment will be 
higher at the end of 1981 than it was in early 1977. With regard to the 
balance of payments, Tunisia's external position will have improved consid- 
erably, thanks to an improvement in the terms of trade. A major Fifth Plan 
goal, however--to reach a balanced trade in foodstuffs--is actually further 
from realization in 1981 than it was in 1977. If the Fifth Plan is to be 
judged as a qualified success, then, it will have been due in large part 
to Tunisia's rapid expansion in oil production during a period of rising 
international oil prices. 


Although the new Plan is still in draft form, early indications are that 

the investment package will be twice as high in nominal terms as under the 
Fifth Plan (i.e., $20 billion). A major emphasis will be on the expansion 
of the tourist, textile and phosphate industries as foreign exchange 

earners so as to make up for the decline in oil revenues. At the same time, 
a greater effort is to be made to improve vertical integration in industry 
so as to reduce dependence on imported intermediate goods. The agricultural 
sector is to receive higher priority, especially in the area of cereals 
production and productivity. Given current heavy dependence on irrigated 
agriculture, there is an urgent need to rationalize water-related agricul- 
tural and industrial requirements. Although the search for new oil reserves 
will intensify, and the Miskar gas field is to be exploited, planners are 
preparing for the worst and are thus beginning to focus on the need to 
restrain domestic energy consumption. Studies are underway to determine 

the impact of allowing Tunisian energy prices to rise gradually to world 
levels. 


As noted above, the most immediate problem is that of job creation. The high 
investment level of the Sixth Plan is one means to help reverse the rising 
unemployment rate, but attention will also be paid to family planning programs 





with increased rural emphasis to reduce further the birth rate and to 
reform of the educational system so as to emphasize more vocational training. 


PART B. IMPLICATIONS FOR AMERICAN BUSINESS 


The Tunisian import market continues to grow rapidly, although American 
penetration to date has been limited. Tunisia also offers an attractive 
climate for investment. 


1. EXPORTS: 


The Tunisian market, which totalled $3.4 billion in 1980, has been growing 
by about 17 percent per year in recent years. The growth of imports has 
been led by petroleum products, foodstuffs and raw materials. The United 
States is the fourth-largest supplier of imports, behind France, Italy 

and West Germany, but controls only about 6 percent of the total market. 
Moreover, the diversity of U.S. exports to Tunisia is somewhat limited. 

In recent years, cereals have made up roughly half of the total. The 
United States is also strong in supply of aircraft, drilling equipment, 
mining and excavation machinery and used clothing. In 1980, the United 
States emerged as Tunisia's main source for imported ammonia, but it is 
unclear whether this will last. Beyond these categories, the United States 
has simply not been a factor in most areas. It should be added that, of 
total Tunisian exports to the United States in 1980, 99 percent represented 
American purchase of crude oil. 


There are several areas which present obstacles to expanded U.S.-Tunisian 
trade. For example, European and Japanese suppliers frequently offer mixed 
credits far below market rates, thus taking major project deals away from 
American bidders who might otherwise be more competitive. As a response 

to this, the U.S. Export-Import Bank has extended to Tunisia a $100 million 
line of credit which provides concessional financing for major public and 
private sector projects. This special line is available only in Tunisia 
and it puts American bidders here on an equal basis with their competition. 
To date, some $13.5 million has been committed, and it is expected that 
U.S. firms bidding on a number of major projects now under final consideration 
may be tapping the credit before its expiration in October 1981. 


Another area which has hampered the growth of commercial ties has been that 
of taxation. In both corporate and personal taxes, American companies bear 
certain burdens not shared by other countries. On the corporate side, U.S. 
firms continue to pay much higher profits taxes than do firms from countries 
enjoying treaties for the avoidance of double taxation. American firms must, 
therefore, increase the cost of their bid to cover the burden, with the 
result that the overall bid may become uncompetitive. Negotiations to 
conclude a tax treaty are near completion, so this difficulty may soon ease. 
On the personal tax side, American companies which must meet the "letter of 
the law" in foreign countries where they operate are currently paying 





exorbitant taxes due to Tunisia's policy of taxing “worldwide income". In 
practice, this means that U.S. firms pay tax on tax, since the compensation 
payments made to employees to cover their Tunisian tax requirement are 
considered taxable income themselves. While the Tunisian authorities have 
agreed that some action must be taken to lighten this burden, they have yet 
to make any concrete moves in this direction. 


Having cited the above examples, it must also be noted that there has been 
remarkably little interest on the part of U.S. exporters to explore the 
possibilities of this small but increasingly important market. Admittedly, 
there are numerous disincentives in addition to those already mentioned-- 

this is a market of only 6 million people, the business languages are 

French and Arabic, the transportation links to and from the U.S. are difficult, 
the projects usually have a fixed-price requirement, lead times for bid 
documents are often perilously short for U.S. companies which must get the 
documents, translate them, prepare the bid (frequently according to European 
specifications), translate the bid into French, meet the deadline, and then 
hope the package is competitive. These are severe handicaps, indeed, but 

in recent years firms from countries such as Japan, Austria, Poland, Yugoslavia 
and Canada, to name but a few, have managed to overcome similar obstacles 

and have either won or been on the short list for numerous important projects. 
In many cases, not a single U.S. firm responded. 


The United States may never lead in many import sectors, but more can be 
done. American companies wishing to export to Tunisia find it important to 
be well-informed and well-known on the local scene. For this, an agent/ 
distributor relationship with a reliable Tunisian company is usually best, 
complemented by regular and repeated visits by American company officials. 
Regular calls on key Tunisian contacts by French-speaking regional represen- 
tatives are also useful. It is essential that correspondence, and particu- 
larly product literature be in French. 


Good prospects for U.S. exports exist in agricultural goods (particularly 
cereals and edible oils), agro-industrial equipment and technology, oil and 
gas exploration equipment, mining and excavation machinery, aircraft, water 
Grilling equipment, chemical and fertilizer plants, telecommunications, 
electric power generation and supply of key raw materials such as ammonia, 
sulfur, and coal, which may be increasingly important as Tunisia enters the 
post-oil period in the coming years. 


2. INVESTMENT: 


Tunisia offers attractive opportunities for American companies to invest. 
The Tunisian Government encourages foreign investment. Production for 
export receives tax, duty, and exchange control advantages based upon the 
Export Industries Investment Code of 1972. Investment for the domestic 
market is governed by a 1974 code, which grants tax and other advantages 
based on creation of employment. Export industries may be 100 percent 
foreign-owned while companies producing for the domestic market usually 
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A very high Soviet import priority in the early 1980's will be for 
agricultural machinery and equipment to attempt to increase Soviet 
agricultural production. While the bulk of past Soviet trade in 
standard agricultural equipment has been with Eastern Europe. 
American manufacturers of specialized agricultural equipment and 
machinery may find this a promising area. Also, American 
manufacturers of heavy construction equipment and heavy off-road 
vehicles should continue to find a market here. 


In spite of the verbal emphasis given to the consumer sector in 
Soviet plans for the next five years, it is unclear at this time 
what significance this will have for imports of consumer goods. 
Most U.S. exports in this area have been turn-key or license 
arrangements rather than direct export of products. Such imported 
consumer goods have generally come from Eastern Europe. 


The prospects for U.S.-Soviet trade in 1981 have improved since 
lifting of restrictions on agricultural and phosphate exports on 
April 24, 1981. On the Soviet side, for example, Secretary-General 
Brezhnev and Prime Minister Tikhonov recently stated that the 
U.S.S.R. wants to develop normal trade relations with the United 
States. It is likely that continuing political tensions will keep 
the U.S./Soviet trade at levels far below what could be expected 
given the size of the two economies and the degree of economic 
complementarity between them. American firms, however, should bear 
in mind that the political differences between the two countries 
will continue to affect U.S./U.S.S.R. commercial relations. 
Corporate strategy should bear in mind those risks, and avoid market 
strategies which commit an inordinate proportion of corporate 
resources to the U.S.S.R. Nevertheless, the experience of U.S. 
firms over the past decade, which have witnessed severe fluctuations 
in U.S.-Soviet political relations suggests that firms dealing in 
goods of interest to the U.S.S.R. and willing to undertake the 
laborious process of building relationships with Soviet end-users 
and foreign trade organizations can find the U.S.S.R. a profitable 
country with which to do business. 


* U. S. GOVERNMENT PRINTING OFFICE: 1981—341-007/428 





ye amas 
— Fl) a 


TAKE A 
TOUR OF 
POTENTIAL 
MARKETS 


ais 
eH 
EO Ls 
ite) ak 


TRAVEL with Overseas Business Reports 
(OBRs)—60 a year—to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


e trade patterns 

e industry trends 

e distribution channels 

e transportation facilities 

e trade regulations 

© prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
Take a look at the country’s 


® foreign trade 
foreign investment 
finances 
economy 
basic economic facilities 
natural resources 
population 


SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to al/ major 


trading countries. 


VIEW other special reports such as: 


Appraisal of China’s Foreign Trade Policy 
Basic Data on the Economy of the Soviet Union 


a 

we 

e A Business Guide to European Common Market 

e A Guide to End Users and Research Organizations 
in Hungary 

e Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $40 a year by mailing 
the coupon below. 


the Publication Sales Branch, Room 1617, 
.C. 20230.) 


(please detach here) 


SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO OVERSEAS 
BUSINESS REPORTS at $40 a year. 
Add $10 for foreign mailing. 


Send Subscription to: 


Its possessions. 


NAME—FIRST, LAST 


No additional postage is required for 
mailing within the United States or 


0 Remittance Enclosed 
(Make checks payable 
to Superintendent of 
Documents) 


O Charge to my Deposit 
Account No. 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS 


STATE 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 





fils 
WNL 
BUSINESS 
Ou 
BUSINESS 


Start your subscription today to FOREIGN ECONOMIC TRENDS AND 
THEIR IMPLICATIONS FOR THE UNITED STATES. 

This series is essential for analyzing new elements and trends in 

planning and evaluating your commercial or investment programs 


G 


in 130 countries. 
Each report— 
e is prepared on the scene by U.S. Foreign Service officers 
e pinpoints the economic and financial conditions of the country 
and marketing prospects for U.S. products 
e describes the principal influence of current conditions 
and future trends of the economy, as well as potential 
effects of these conditions and trends on U.S. business. 
Annual subscriptions available from the Superintendent of 
Documents, Government Printing Office, Washington, 
D.C. 20402 at $50. Add $12.50 for foreign mailing. 


NEW SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO FOREIGN ECONOMIC TRENDS 
at $50.00. Add $12.50 for foreign mailing. 


Remittance En- Charge to my MAIL ORDER 
closed (Make Deposit Account FORM TO: 

checks payable to No. _________._ Superintendent of 
Superintendent of Documents 
Documents) Government 


FOREIGN Soetie Orace 
ECONOMIC Washington, D.C. 


TRENDS 
NAME-FIRST, LAST 


COMPANY NAME 

ADDRESS 

I sae tachi metesicibitilaca 
a 
(OR COUNTRY) 


2 
z 
i 


| 


ft 
i 


fi 





